Person to Contzct: [N
Telephone Nunmber: _
Refer Roply to:

Internal Revanne Service

Pate: AUG 10 1989

Lear Appllcant:

dieohave voustdered your eppliication for recognition of cxemption from Federal
Tucome Tux under section 501(c)(7) of the Internal Revenue Code.

The informetion submitted discleses that you were Incor,orated on
-uuder the nonproflt corporation laws of the State of

According te your Articles eof lncorporation, the purpose of your orgaaifzatlion
is to provide horse-drawn couveyances to be used In parades and at other
entertalnment tunctious. Your organizetion owns a wagon waich cost SHHNEIN

The sole activity of your organization is to rent this wagon for use in
narades and other social, civic aud charltable activitiesg. The wagon was used
in five events during the year ended [N EJE. Acyone vishing to
rent this wagon must pay your ocganization a rental fee.

lembership is your organization totals Ilindividuals each bhaving contributed
SHE o I (o pucchisse of the NN Vagon and
trafler. Upon disgolution, stockholders will be refmbursed their cash
invested In the corporation.

3ection SUL(e)(7) oi the Code provides for exeuptlon frem Federal lncome Tux
of clubs organized snd opzrated exclusively for pleasurc, recreation, and
other wonprofitable purposes, no part of the net earnings of which inures to
the benefit of any private shareholder.

Rection 14501¢e)(7)~1{a) of the Income Taxz Regulations provides that section
301(c)(7) of the Code applies only to clubs which are orgunized and operated
execlusively for pleasure, recreation and other nonprofitable purposes, but
doses not apply to amy club If any part of its net earnings inures to the
bowe{it ol wny private shoreholder.s 1o general, this exemptior extends to
social and recreation clubs which arg.pupported solely by membership fees,
are s amd asscssuents

Accordimg Lo sevenue huuny 70- 3‘3}14;”‘1 C.T& T*i '1\ ﬂying alub having no
orzentzed seclal and recreational program did not Qualify for cxempt status
iy seciien JUi(e{7) tecause there was no significant commingling of its
nenbers,
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According to Public Law 94-568(Seunate Report. 94-1318, 2d Sesasion, 1976-2
C.B.597, 599) a social club musy receive up to 35% of thair gross receipts,
1nc1ud1ng finveatment incowme, {rom eourca outside their membetahip without
losing their oxewpt statusa.

You do not qualify for exempt status under Saction 501(c)(7) becauge your only
source of Income hun becn rental income.for fiscal year I and " You.
therefore do not meet the requirements of Public Law $4-568. 1In addition, you
are similar to the organization in the above revenud.ruling because you have

no organized social and recreational program for your membera.

Accordingly, we hold that you are aot entitled to exemption from. Federal )
Income Tax as an organization described.in section 501(c)(7) of tha Code. :
Accordingly, you are required to :ile Federalfincone tax returns on Fotm’llzo.

if you do not agree with these conclusfons, you may within 30 days from the
date of cthis letter, fila a brief of the facts, law and arguments (in .
duplicate) which clearly sets forth your position. In the event you desire an. . *
oral discuseion of the lssues, you should so indicate in your submission. A
conference will be arranged in tha Reglonal Office after you have subultted
your brief to the Chicago District Office and we have had an opportunity to
consider the brief ond it appears that the conclugions reached are still v
unfavorable to you. Any submission must be signed by one of your principal

. officers. If the matter is to be handled by a representative, the Conference -

- and Practice Requirements regarding the filing of a power of attorney and
evidence of onrollment to practice must be wet. We have enclosed Publicatfon’
892, Exempt Organization Appeal Procedures for Adverse Detarminationa, which
explains in detall your righte and ptocedurel.

If we do net hear from you within 30 days fton tha dat. of thls lecter :his S
determination will become final. o

- Please keep this determination lectet 1n your permanent tecorda- -

If you agree with this determingtion please aign and return the enclosed Porm '
6018.

. .-Very-:}ply yoq:d;!*o

- District Plrector” . % T

Enclosures:
Publication 892
Porm 6014






